This article examines the concept of employee-based brand equity -the value that a brand provides to a firm through its effects on the attitudes and behaviors of its employees -and empirically demonstrates its significance on executive pay. Executives value being associated with strong brands and, therefore, accept substantially lower pay at firms that own them.
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INTRODUCTION
Managers recognize the value of strong brands -those that project a clear and consistent set of positive associations at high levels of awareness (Keller 2003) -and dedicate significant resources to building brand strength. The power of brands has not been lost on marketing academics either, who have spent decades conceptualizing brand equity (e.g., Aaker 1991 , Keller 1993 ) and demonstrating its consequences (for a review, see Christodoulides and de Chernatony 2010 ). An assumption that is generally taken for granted is that brands generate value for firms by affecting how customers think and what they do; that " [t] he power of brands lies in the minds of consumers" (Leone et al. 2006, p. 126) . Whether such thoughts and behaviors are captured by measuring customers' increased intention to purchase (e.g., Cobb-Walgren et al. 1995) , their willingness to accept price premiums (e.g., Ailawadi, Lehmann, and Neslin 2003) , or their adoption of products and consequent increases in market share and cash flow (e.g., Agarwal and Rao 1996; Mizik and Jacobson 2008) , the focus of existing academic research and managerial attention has overwhelmingly been on how brands help firms win the battle for customers.
We argue that a focus on customer-based outcomes, while undoubtedly important, may offer an incomplete accounting of brand value, one that understates brands' true contributions to the firm. This is because firms not only compete for customers, but also for employees. Our central thesis is that just as strong brands can help attract customers at higher prices, they should also help attract employees at lower levels of pay. This is a non-trivial matter, as pay represents the biggest cost in many organizations (Gomez-Mejia 2001) with salaries alone accounting for between 20% to 50% of operating expenses (Society for Human Resource Management 2008) and 30% of U.S. firms' revenues, on average (PwC Saratoga 2012) . A significant (and increasingly controversial) aspect of this pay is devoted to top executives. We seek to motivate, 2 explain, and demonstrate the effect of employee-based brand equity in the realm of executive pay.
We aim to make four contributions to theory and practice. First, on a substantive front, we highlight the concept of employee-based brand equity -which we define as the value that a brand provides to a firm through its effects on the attitudes and behaviors of its employees -and outline some of its implications for marketing, management, and economics. The concept of employee-based brand equity offers the potential to extend the domain of returns to branding.
1 A traditional notion, embedded at least implicitly in most research on returns to marketing, is that the payoff to brand investments largely exists in the revenue gains that they can yield. Our approach flips this notion by looking at the cost side of profits, an area rarely examined in marketing (e.g., Srivastava, Shervani, and Fahey 1998) . 2 We suggest that a significant part of the returns to marketing investments in brands may be in reducing payroll costs.
Second, on a conceptual front, we offer an identity-based framework that integrates research in psychology, economics, management, and marketing to explain the role of strong brands in limiting executive pay. This also allows us to propose hypotheses regarding contingencies under which the effect of strong brands on executive pay is likely to be especially pronounced. Identity is one of the most widely applied concepts in social psychology and consumer behavior (for a marketing review, see Reed et al. 2012) . We highlight its potential in explaining the impact of strong brands at the highest executive levels of the firm.
Third, on an empirical front, we integrate dispersed data on brands, firms, and executives.
1 Ambler (2003; chapter 7) and King and Grace (2009) have used the term employee-based brand equity to note that brand knowledge can affect employee behavior. They have not, however, considered that it may lower pay.
We examine the link between brand strength and executive pay using a large sample of executives employed by publicly traded U.S. firms. Our sample incorporates brand strength data from BAV Consulting's Brand Asset Valuator (BAV), executive pay data from COMPUSTAT's ExecuComp, and data on a host of supporting variables from various other sources. These data demonstrate a negative effect of brand strength on executive pay, one that is stronger for CEOs and younger executives.
Fourth, on a prescriptive front, the concept of employee-based brand equity offers the potential to extend the domain of marketing research to areas that have rarely been studied by marketers: the stratospheric pay levels of top executives. As executive pay levels seem to reach ever higher, they have fuelled a heated debate and a torrent of academic studies in management, finance, and economics. Many of the recommendations from these discussions call for increased government regulation of executive pay (see Cadman et al. 2012 ; The Economist 2013). We highlight an inherently marketing-based approach that allows firms to self-regulate executive pay: by investing in strong brands. If top executives are prepared to accept lower pay for the privilege of running firms with strong brands, then pay levels can be grounded, at least to some extent. This implies that practitioners should take a broader view of how to assess the contributions of brands to firm value, and to more actively leverage brand strength in pay negotiations that are typically viewed as outside the realm of marketing.
The remainder of this article is structured as follows. We first introduce our theoretical framework, which articulates how identity theory applies to organizations and their brands, how it facilitates equity transfer to employees, and how it impacts pay. This framework describes specific conditions under which equity transfer from brands to employees is most likely to 4 materialize or be most valued. We then describe the data and method used to empirically test our hypotheses, present and discuss our results and their implications.
THEORETICAL FRAMEWORK
Identity theory
A core human need is to define our identity -both in how we view and understand our own selves, and in how others perceive us (Tajfel and Turner 1985) . A substantial literature in management has examined how employees' identities are affected by their organizational affiliations (e.g., Mael and Ashforth 1992; Dutton, Dukerich, and Harquail 1994; Tajfel 1978) . A smaller literature in economics has analytically linked identity theory to employee compensation (Akerlof and Kranton 2008) . Quite separately, a substantial literature in marketing has demonstrated how consumers' identities are affected by the brands they consume (e.g., Reed et al. 2012) . These clusters of research share common ancestors (see Cable and Turban 2003; Reed et al. 2012 ). Yet, like with Darwin's finches, many years of separation have caused each research cluster to evolve differently, and to pursue different sources of sustenance.
We seek to integrate these streams of research and propose an identity-based framework that describes why executives accept lower pay to manage firms that own strong brands. The overarching theme underlying this effect is self-enhancement: strong brands offer greater possibilities for self-enhancement to the executives associated with them than do weak brands.
This benefit should lead to a willingness to accept lower pay. We further draw from several elements shared by employee-and consumer identity research to explain two contingencies that buttress the negative effect of brand strength on executive pay. Specifically, we argue that the higher the perceived (1) strength of identification between the individual and the brand, or (2) 5 potential for uncertainty reduction afforded by the association with the brand, the higher the executive's willingness to accept lower pay.
Self-enhancement
Identity theory proposes that self-enhancement -the accrual of social, psychological, or economic benefits -is a core motivation for individuals to identify with particular entities.
Previous research has shown that the more positive an entity's social standing, the stronger the identification individuals tend to have with it, because individuals (vicariously or otherwise) partake in the success and status of the entity (Ashforth and Mael 1989) . This is a robust relationship found for sports teams (Cialdini et al. 1976) , employers (Johnson et al. 2006) , alma maters (Mael and Ashforth 1992) , and brands (Hughes and Ahearne 2010) .
The process by which brand equity is transmitted from the brand to those identified with it is referred to as brand equity transfer. Marketing research has shown that individuals use brand affiliations to affirm, express and enhance their identity both privately (e.g., self-esteem) and publicly (e.g., status) (Bearden and Etzel 1982; Levy 1959; Solomon 1983 ). For example, owning an iPhone may affect both the consumer's own perception of her or his identity, as well as the identity that others ascribe to her or him. Consumers do so, in particular, by vesting their self-conceptions in entities that they and relevant others perceive as being successful and wellrespected (e.g., luxury brands, Han, Nunes, and Drèze 2010). Brands can also diminish consumers' identities. For example, a Blackberry-wielding journalist recently lamented that the brand is no longer cool and that he will have to replace it, adding: "No longer being an object of public derision would, of course, be an added bonus" (Garrahan 2013 ).
Analogous to why people value products that enhance their identity, people seek employment at firms that own strong brands, at least in part, to benefit their self-esteem (e.g.,
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Cable and Turban 2003) and social standing (Tajfel 1978) . Indeed, the place you choose to work at might say more about you than the products you consume (Du Gay 1995): working at Blackberry or Apple as an "insider" may well contribute to one's identity more than owning a Blackberry or an Apple product as an "outsider" (Scott and Lane 2000) . Moreover, individuals consume numerous products but typically hold only one job at a time. And, while a customer chooses a product, a job entails a choice by both the employee and the firm. This "stamp-ofapproval" inference is akin to consumer beliefs that a strong brand will only partner with other high-quality brands, as it would otherwise diminish their own brand (Cao and Sorescu 2013) .
These self-enhancement arguments offer an identity-based explanation for why strong brands can pay their executives less. We next build on this explanation to describe two constructs that help answer a contingent question: Why do strong brands offer some executives greater opportunities for self-enhancement, and thus make them more willing to accept lower pay?
Strength of identification
One basis is strength of identification, the degree to which individuals perceive themselves as one with an entity (Ashforth and Mael 1989; Dutton et al. 1994; Muniz and O'Guinn 2001) . Self-enhancement benefits derived from associating with a strong brand should increase with the strength of the individual's identification with the brand.
Why would some executives perceive greater identification with a strong brand than others? One possible reason is that strength of identification increases with the salience of the association, or the extent to which the individuals in question are visibly and prominently associated with the entity (Bearden and Etzel 1982; Dutton et al. 1994) . The more visible the association, the more likely it is that social benefits can be derived from it. For example, equity transfer from brands to consumers is stronger when consumption is public rather than private 7 (Bearden and Etzel 1982) . Similarly, executives' leadership positions publicly confirm their stewardship of strong brands, making it more likely they identity with them and rely on equity transfer as a source of self-definition (Hogg and Terry 2000) . This increases both the opportunities for and the potency of self-enhancement derived from a brand association (Dutton et al. 1994) .
Potential for uncertainty reduction
Uncertainty about an individual's identity increases with the lack of relevant information that could be used to define her or his identity. Thus, the potential for uncertainty reduction is highest for individuals whose identity is unclear or yet to be fully shaped (Hogg and Terry 2000) .
In such cases, equity transfer from brands can serve as a basis for inferring the missing information (e.g., Shapiro 1982) .
Given a strong brand, why would some executives perceive greater potential for uncertainty reduction via association with strong brands than others? A substantial literature in psychology and economics implies that those executives who have had fewer opportunities to define their identity (and therefore those who have greater uncertainty associated with their social identities) are likely to perceive greater opportunities for self-enhancement via association with strong brands. Association with strong brands offers such executives the ability to signal their own unobserved quality to themselves as well as to others who matter to their psychological-(e.g., peers, friends and family; Hogg and Terry 2000) and financial well-being (e.g., future employers and future peers; Spence 1973; Weiss 1995) .
HYPOTHESES
Self-enhancement as a substitute for pay
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Research in marketing has shown that consumers value the self-enhancement benefits offered by strong brands and that this translates into top-line financial benefits that include price and volume premiums and a higher customer lifetime value (e.g., Ailawadi, Lehmann, and Neslin 2003; Gupta, Lehmann, and Stuart 2004; Srinivasan, Park, and Chang 2005) . The theoretical framework outlined above suggests that strong brands can also form a basis for employee-based equity, by enhancing the bottom line in terms of reduced payroll costs. This is because employees should value the self-enhancement benefits offered by firms that own strong brands. We consider these benefits as a non-financial reward of employment: a substitute for pay.
Economists have recently added identity-based benefits to utility models of wages (Akerlof and Kranton 2008) , but empirical evidence remains lacking. The only empirical support for the role of brands on pay can be found in laboratory studies in which undergraduate students indicated that they would hypothetically take a lower pay to work for a strong brand (DelVecchio et al. 2007) or for a firm with good corporate reputation (Cable and Turban 2003) .
Whether this relationship holds for actual job searches, more experienced job seekers, in more ecologically valid environments, and for actual pay, remains to be seen. It is possible, for example, that brand strength effects are limited to early stages of the recruitment cycle where awareness leads to consideration, and where the lack of information on job attributes leads to halo-type inferences (Uggerslev, Fassina, and Kraichy 2012) .
This being said, our theoretical framework suggests that executives' leadership positions allow them to credibly position the brands that they are charged to manage as a central part of their identity, and to rely on equity transfer from these brands as a potent source of selfdefinition. This is because professional peers, future employers and current or future members of 9 their social circle may (rightly or wrongly) associate part of the brand equity of the firm to the actions and qualities of its leaders (Phillips and Lord 1981) . Executives, as leaders of their firms, will derive current and future utility from being at the helm of firms with high brand equity thereby having an increased willingness to accept lower pay for such positions. More formally,
H1
: Firms with strong brands pay their executives less.
CEO visibility and strength of identification
Our theoretical framework also suggests that the size of the negative effect of strong brands on executive pay should vary by the type of executive. Taking the above arguments further, we expect that the highest ranked executive, the CEO, will be most willing to accept lower pay for being at the helm of firms with strong brands. CEOs are typically the most prominent members of an organization (Hogg and Terry 2000) . They give a public face to an otherwise abstract identity, resulting in many outsiders viewing them as one and the same (Scott and Lane 2000) . Given the CEO's responsibility for a firm as a whole and their highly visible role, external parties are likely to identify the CEO with the firm and its brands in particular (Bettman and Weitz 1983; Dutton and Dukerich 1991) . Hence, strong brands are likely to provide more social self-enhancement benefits to CEOs than to other high ranking executives at the firm. We therefore expect that CEO pay will show a greater negative impact of brand strength than the compensation of other executives. More formally,
H2:
The negative effect of brand strength on executive pay is strongest for the CEO compared to other executives.
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Uncertainty about younger executives' identities
From an uncertainty-reduction perspective, our framework suggests that younger executives should be more likely to value the equity transfer they could obtain through employment in firms with strong brands. Working for a strong brand reduces uncertainty in two ways. First, in the short term, younger executives have fewer building blocks to define their identity, which makes the contemporaneous equity transfer from their current employment especially valuable in terms of their private (e.g., self-esteem) and public (e.g., status) identity.
Second, from the perspective of making an investment into future employment opportunities, a strong brand can serve as a signal about executives' unobserved qualities. For less experienced, younger executives, brand equity transfer from their current employment should be more significant in terms of reducing uncertainty about their human capital for potential future employment opportunities. Previous research has shown that an individual's schooling and work experience can be used as signals of that person's abilities, traits and values (Spence 1973; Weiss 1995) . Experimental evidence shows that brands can also be used as signals and have the ability to boost résumé power. Specifically, in a hypothetical setting, undergraduates indicated that they would be willing to accept a lower wage from a strong brand (Jack Daniels whiskey or Ray-Ban sunglasses) than a weak brand (Old Forester whiskey or SunGear sunglasses) as a signal of their competency (DelVecchio et al. 2007 ). Therefore, an employee might view working for a firm with a strong brand for lower pay as an investment in their identity, because future employers may rely on the brand affiliation as a credible indicator of human capital, even beyond the skills associated with the previous employment experience.
Because younger executives have longer careers ahead of them, they are also likely to have 11 greater opportunities to leverage this equity for social or economic gains. Younger executives should, therefore, value any brand equity transfer more than older executives. More formally,
H3: The negative effect of brand strength on executive pay is stronger for younger
executives compared to older executives.
METHOD AND MEASURES
We obtain brand strength data from the U. We obtain compensation data from ExecuComp. ExecuComp is a Standard & Poor's database that contains data on total pay as well as fixed and variable components of pay for one or more of the top five highest compensated executives working for companies that are part of the S&P1500 index. These executives are typically the CEO, the CFO and various other top executives such as chief operating officers and senior vice-presidents. Firm size and performance data are from COMPUSTAT. Data on control variables -which we describe later in the measures section -are from BoardEx (a database of executive characteristics which includes, among other data, information on pay and board membership), the Fortune magazine 100 Best
Companies to Work For annual ranking, Fortune's 100 Most Admired Companies annual ranking, and Trading Economics (a website that aggregates historical data for more than 300,000 economic indicators, exchange rates, stock market indexes, government bond yields and commodity prices).
The intersection of the BAV metrics data and executive pay data results in data for 2,717 executives, 495 of whom are CEOs. Data is available in an unbalanced format between 2000 and 2010. Not all brands are included in every annual edition of the BAV survey and not all executives appear in ExecuComp for the duration of our sample. We exclude the year of the appointment and the terminal year where compensation might not reflect a full 12-month period, and would therefore not be readily comparable to the remaining years for which compensation is computed on an annual basis. 3 We also exclude CEOs who are the founders of the company, as their pay structure tends to be distorted from that of the average CEO (He 2008) . The intersection of the brand, executive level (compensation and board membership) and firm level data yields a sample of 10,107 observations for all executives and 1,869 observations for CEOs, across 393 firms.
Below, we present measures for our dependent and independent variables, as well as controls included in our empirical models. These measures are summarized in Table 1 .
Dependent variable: Total pay
We use total pay as reported in ExecuComp, a measure used in numerous previous studies (e.g., Deng and Gao 2013; Kaplan and Rauh 2010; Webb 2008) . This measure includes salary, bonus, other annual pay, restricted stock grants, long term incentive plan payouts, net value of options exercised and all other payments. Kaplan and Rauh (2010) argue that this measure of pay, which estimates the total compensation realized by an executive in a given year, is the closest measure to an executive's true adjusted gross income. In order to reduce skewness in the raw pay data, and in line with previous research (e.g., Deng and Gao 2013; Kaplan and Rauh 2010; Webb 2008) , we apply a log transformation to the raw data when including it in our empirical model.
Alternative dependent variables: Salary and equity based pay
We also investigate whether brand strength has a differential effect on various components of total pay. Specifically, we use, as alternative dependent variables, (1) the logarithm of salary as reported in ExecuComp and (2) the logarithm value of equity based pay which is calculated as the value of the stock-related and option-related awards that the company gave to the executive in each fiscal year.
Independent variables
Brand strength. Our measure of brand strength is based on the BAV model from BAV Consulting (part of Young & Rubicam); this data is derived from the world's largest study of consumer attitudes, beliefs, familiarity, and evaluation of different product brands. The BAV model includes data on four brand pillars: Brand Knowledge (familiarity), Esteem (quality, value, etc.), Energized Differentiation (the extent to which the brand is distinctive, unique, and dynamic) and Relevance (the extent to which consumers can relate to the brand). The BAV combines these pillars into a single Brand Asset measure. Since the pillars which compose the Brand Asset are highly correlated (cf. Stahl et al. 2012 ) and we have no theoretical reason to expect a differential effect of any of these components on pay, we use BAV's Brand Asset metric as our measure of brand strength.
The BAV data has several advantages. Most importantly, it is a direct measure of consumers' assessment of a brand rather than one derived from firm or stock market variables, which decreases the probability of a spurious correlation with executive pay. Second, the 14 sampling for the BAV surveys is representative of the US population, thereby broadly capturing public sentiment. Finally, the brands surveyed are designed to maintain a fair representation of all major industry competitors, thus providing varying degrees of brand strength across at least the major brands.
Merging BAV and COMPUSTAT data
In the majority of cases, BAV assesses brand strength at the product level (e.g., Tide) and only in a few cases also at the firm level should these differ (e.g., P&G), which is the unit of analysis for the CEO and financial data. Given nature of this data, some previous authors have restricted their analysis to mono-brand firms (e.g., Mizik and Jacobson 2009). These are firms in which a single brand represents the bulk of the firm's business (such as AOL, IBM, Starbucks, and Wal-Mart). Focusing just on mono-brands, however, would unduly reduce the sample size (Larkin 2013) . Firms using the more common multi-brand strategy include Kimberly-Clark, which owns brands such as Kleenex, Huggies, and Cottonelle. Importantly, consumers may not even recognize the corporate name in the case of a multi-brand strategy, or they may not be able to match familiar product brands to familiar company names. One way to try to address some of these challenges could be to use a weighted average of a firm's brands. However, not all firms' major brands are typically surveyed and it is unclear how to weight these, especially as data on brand-level sales is not readily available. In order to merge the BAV data with firm-level CEO and financial data, we therefore select, for each firm, the brand with BAV's highest Brand Asset Score available. For robustness, we also report additional analyses of our model (1) using the average brand strength score for all brands tracked by BAV for each firm; and (2) using the subsample of mono-brand firms for which the BAV score is available at the firm level.
Leadership position (CEO).
Executive pay is typically higher for the CEO than for other top executives within the same firm (Frydman and Saks 2010) . We use a dummy variable which takes the value one if the executive is the CEO and zero otherwise. We obtain this data from ExecuComp.
Executive's age. Pay typically increases with the age of the executive (McKnight et al. 2000) . We obtain the age of each executive -a time varying, annual variable -from ExecuComp.
Control variables
External social capital. In line with prior research (Belliveau, O'Reilly, and Wade 1996) we use the number of boards that the executive sits on for each year in the sample to capture the executive's external social capital.
Firm performance. Based on Gomez-Mejia, Tosi, and Hinkin (1987) we use percentage change in sales from the previous year as our focal measure of firm performance. For robustness, we also use earnings per share (EPS) and change in market value from the previous year. All these three measures have been used as metrics of firm performance in studies included in the Tosi et al. (2000) meta-analysis of executive pay research.
Firm size. In line with prior studies we measure firm size using the log of the firm's assets (e.g., Deng and Gao 2013) . This data is obtained from COMPUSTAT.
Firm governance. Firms where the CEO is also the Chairman of the Board of Directors are typically deemed to have weaker governance (e.g., Bebchuk and Fried 2004) . Such firms may be more prone to agency problems and may pay their executives more. We use a dummy variable that takes the value one if a firm's CEO is also its Chairman and zero otherwise. We obtain this data from ExecuComp. (Aaker 2004 ). On the other hand, they are conceptually distinct and, while a good corporate reputation might be associated with strong brands, prior research has shown that corporate reputation alone is not sufficient to build strong brands (Page and Fearn 2005) .
FMAC rankings are based on a highly correlated (α = .97) set of subcomponents -ability to attract and retain talented people, quality of management, social responsibility, innovativeness, quality of products or services, wise use of corporate assets, financial soundness, long-term investment value, and effectiveness in doing business globally -with a single factor accounting for 84% of variance subcomponents (Fombrun and Shanley 1990 Industry effects. We control for industry effects by including in our models SIC code dummies for each industry in our sample. Data is obtained from COMPUSTAT.
Year. We include the year to capture the effects of inflation as well as other time-specific drivers of pay such as level of effort required (Hermalin 2005) .
Recessionary environment. We measure the intensity of the recessionary environment with the number of negative GDP growth quarters in the previous year. We obtained data on GDP growth from Trading Economics. 
MODEL
Where i stands for executive and t stands for year.
The model described in Equation (1) is estimated over the full sample of data, excluding the year of appointment and the terminal year, as explained earlier in the data section. In the robustness section we describe an alternative specification where the models are estimated over the first full year of appointment to the specific executive position.
RESULTS AND ROBUSTNESS CHECKS
We present in Table 2 statistics that describe the characteristics of the executives and firms included in our sample. The executives' average age is 52, and ranges from 28 to 90 and the average CEO age is 55, and ranges from 33 ( Descriptive statistics on control variables reveal that the firms in our sample range from relatively small ones such as Visteon and Verisign to behemoths such as Ford and Exxon Mobil.
The average annual sales growth of the companies in our sample is about 8%.
Test of hypotheses
Results from the estimation of Equation (1) Model 3 includes brand strength and the two hypothesized interactions. As predicted, brand strength negatively impacts pay (H1) and further lowers the total pay for CEOs (H2) and younger executives (H3) (all p values<.01). The direction of the effects of the control variables remains consistent with that obtained in the benchmark model. The fact that the effect of brand strength remains significant even when we control for external social capital, a variable that is indicative of the quality of the executive (Belliveau, O'Reilly and Wade 1996) , means that the negative effect of brand strength on pay should not be a reflection of such brands attracting lower quality executives. 4 Model 4 reports the results using a GLS random effects model, which are consistent with the ones obtained from Model 3.
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Panel B of Table 3 presents results for the sample of CEOs only. This analysis is useful because a significant part of compensation literature (and a significant part of the controversy around executive pay) focuses on CEOs only, as their pay tends to be significantly higher than that of the other top executives at the same firm, and as such is a more important component of firm costs.
All results obtained using the subsample of CEOs are consistent with these obtained for the full sample of executives. The main effect of brand strength remains negative (p<.01) and the interaction of CEO age and brand strength remains positive (p<.01). We also note that the significance of hypothesized effects is maintained if a random effects model with robust cluster error is used instead of the regression with Driscoll Kraay standard errors (Models 2 and 4 in this panel).
Economic interpretation of results
In order to obtain an economic interpretation of our results, we first seek to provide a financial value of our main effect for both CEOs and non-CEOs. To that end, we re-estimate our model using mean-centered age and firm performance variables for both the CEO and non-CEO sample and compute the percentage change in pay as 1-exp(brand strength coefficient * standard deviation of brand strength). For the subsample of CEOs we find that one standard deviation increase in brand strength is associated with a 12.13% decrease in pay, or $1,268,130 in savings for the average CEO compensation. For the subsample of non-CEOs we find a 2.42% decrease in pay for one standard deviation increase in brand strength, or $89,978 in savings for the average variables do not have a significant effect on pay when brand equity is included in the model. Further, as Model 1 (Table 3) shows, the effect of the two variables on pay when brand strength is excluded from the model predicting pay remains non-significant, while the adjusted R-square of the model is reduced. Thus, we conclude that potential simultaneity between brand strength and the workplace quality and corporate reputation variables does not explain our pattern of results.
non-CEO compensation. Thus, the decrease in pay is higher in both absolute and relative value for CEOs, as predicted by our theory.
We also seek to provide a dollar estimate of the interaction effects. We first examine the interaction between CEO status and brand strength. This interaction shows that the stronger the brand, the smaller the pay differential between CEOs and non-CEOs. Using the coefficients of the full model reported in Table 3 we obtain that at median brand strength, CEOs are paid 2.29 times more than the average non-CEO executive. For a brand whose strength is in the 75 th percentile they are paid only 2.09 times more. The average dollar savings obtained from the difference between CEO and non-CEO executive compensation when moving from the 50 th to 75 th brand strength percentile is $744,853.
We interpret the interaction between brand strength and age in a similar manner. From Table 3 we obtain that at median brand strength, pay increases for each year of age by 1.59%.
For brand strength in the 75 th percentile pay increases for each year of age by 2.12%. Therefore, an executive who is 10 years younger than the average would make 21.2-15.9 = 5.3% less at a firm with brand strength in the 75 th percentile than at one in the 50 th percentile. For the average top 5 executive, this results into savings of $263,379.
Robustness tests and additional analysis Does brand strength impact the initial pay that an executive receives upon a new appointment?
A skilled executive could positively impact the performance of a firm, which in turn could increase both brand strength and the executive's pay. In order to tease out the effect that executives' actions have on brand strength as well as on their pay, we estimate Equation (1) over a subsample which includes only the first full year of appointment to the executive position.
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This subsample is much smaller (n=284 for CEOs and n=616 for all executives) and contains one observation per executive. We therefore use OLS to estimate two models which include the same dependent and independent variables as in equations (1) and (2). Results are reported in Panel A of Table 4 for the overall sample of executives and in Panel B of Table 4 for
CEOs. The effect of brand strength on pay remains significantly negative for both subsamples (p<.05). Furthermore, the negative effect of brand strength remains more pronounced for CEOs than other executives (p<.01), and for younger executives (p<.05).
Are the results robust to alternative specifications of our models?
We next present results from a series of analyses designed to check the robustness of our results.
Alternate measures of the independent variables:
As mentioned earlier, brand strength is a composite measure of what is commonly referred to as the four brand pillars of brand equity:
Knowledge, Esteem, Relevance and Energized Differentiation. We verify the robustness of our results for each of the four pillars. We replace brand strength by Knowledge, respectively Esteem, Relevance and Energized Differentiation in Equation (1) and estimate our model in each of these four cases. The results are presented in Table 5 . H2 and H3 are supported for all four components of brand strength while H1 is supported for Knowledge, Esteem and Relevance (p<.05) but not for Energized Differentiation.
Second, we re-estimate our model using two alternate measures of firm performance. We obtain results consistent with these presented in Table 3 if we replace our main performance variable (percentage change in sales) with earnings per share, respectively changes in market value obtained from COMPUSTAT. Third, we check whether the results hold for the subsample of firms using a mono-brand (branded house) versus a house of brands strategy. Seventy-seven 24 percent of our observations belong to firms that can be ascribed to a mono-brand strategy: all our results hold for this subsample. H1and H3 are also supported in the much smaller subsample of firms that do not use their corporate brands on the products they sell, but H2 is not. The fact that the negative effect of brand strength on pay is not stronger for CEOs in this subsample could be due to the significantly lower power of the statistical tests (the effect is directionally consistent with the one obtained in the larger sample), but it could also be due to a weaker identity transfer from the equity of the firm's brands to the CEO.
Alternate measures of the dependent variable.
In line with prior research (Deng and Gao 2013; Kaplan and Rauh 2010; Webb 2008) our primary model specification and results use total pay as the dependent variable. This measure has the merit of being the most comprehensive measure of executive pay. To test robustness to alternate specifications, we also examine if our hypothesized variables have a similar effect on the equity-based portion of executive compensation. We estimate Model 3 from Table 3 using the log of equity-based portion of total compensation as the dependent variable, first for the overall sample of all executives and then for the sample of CEOs. The results (available from the authors) mirror closely those presented in Table 4 for total pay. All three hypotheses are supported if this partial measure of pay is used in each of the two samples (p<.05 or smaller). Additionally, we use the log of salary as a dependent variable and we re-estimate Model 3 for each of the two samples. None of the hypothesized relationships are supported if salary alone is used as a dependent measure of performance.
Additional control variables.
We collected data on an additional set of control variables that could potentially impact pay. To check for differences in pay between male and female executives, we added a gender dummy to the model (less than 10% of all executives in our data are women). Gender has no effect on pay. We also investigated whether idiosyncratic 25 firm risk, measured using stock return volatility over the previous time period, is positively related to pay, but we did not find a significant effect.
Finally, for the subsample of CEOs only, we were able to obtain the date when they joined the company. We considered the possibility that job tenure is positively related to brand strength; in other words that executives may stay longer with companies that own strong brands, and that their lower compensation may be a result of fewer opportunities for market adjustments in pay. A correlation of .15 over the sample of CEOs suggests a weak positive association between tenure and brand strength. Furthermore, our theoretical arguments of self-enhancement can also explain why executives may stay longer at firms with strong brands, particularly the CEOs who benefit from salient associations with these brands. To test the effect of tenure on compensation we tried two alternative specifications of our main model: one that included the number of years of tenure in the company, and one that included a dummy that captures whether the CEO was an internal or an external hire. None of these potential control variables are a significant determinant of executive pay in our sample.
An additional avenue of investigation could involve direct process measures of the psychological processes we describe in the article. We did not have access to the executives' own brand perceptions or to the degree to which they perceived brand-based benefits. Such an investigation is beyond the scope of this article and we leave it as an opportunity for future research.
Endogeneity check.
We acknowledge the possibility that there may be determinants of compensation that we have not accounted for, despite our best efforts to retrieve all previously documented drivers of executive pay. If there are variables not included in our model that are positively associated with brand strength and negatively associated with compensation, then our 26 estimation could suffer from endogeneity. As a first step in alleviating such concerns we provide a robustness check that suggests that endogeneity cannot fully explain the pattern of our results.
We use as instruments "deep lags" of variables that are related to the potentially endogenous variable (see Malmendier, Tate, and Yan 2010) . Although correlated with the endogenous variable in question, the appropriate instrumental variable in this case should not be correlated with the error term in the explanatory equation.
We use deep lags of advertising expenditures as instruments for brand strength.
Specifically, we use the log of advertising expenditures measured five years prior to the year in which brand strength is measured as the instrumental variable in a 2SLS equation. Past advertising expenditures should have contributed to building a stronger brand and should be correlated with brand strength. At the same time, advertising expenditures lagged five years are not correlated with the error term in the equation that predicts executive pay. We estimate a generalized 2SLS type model for panel data which uses lagged advertising as an instrument for brand strength. The first stage regression shows that lagged advertising is a strong determinant of brand strength (z=6.48, p<0.01). The second stage regression shows that the main effect of brand strength, as well as our two hypothesized interactions remain significant at p<.05 even when brand strength is instrumented. Though not definitive, these results suggest that our results are robust when an instrumentation approach is used.
Additional analysis and alternative explanations
1. Can executives employed by strong brands use this brand equity to command a higher salary in subsequent jobs? An affirmative answer to this question would provide an additional test of our theory. However, the data requirements for empirically testing it are stringent.
Specifically, we need a subsample of executives who have moved from one public S&P 1500 27 company to another, in the same year or consecutive years within our sample period, and who have remained one of the top five paid executives in their new firm in order to be listed in ExecuComp. Furthermore, we also need to ensure that the previous company that the executive has been at should have their brand(s) tracked by BAV Consulting, and ideally that the new company that the executive has joined should have their brand(s) tracked by BAV Consulting.
There are only 84 executives who fulfil the first two conditions and 41 who fulfil all three conditions. For these executives, in the first year on their new job, we do indeed find a positive relationship between previous brand strength and current total pay using a simple OLS model with heteroskedasticity adjusted robust standard errors. We note that in the sample of 41 executives for which we have brand strength for both their past and current job we no longer find a significant effect of the current brand strength, even though the sign continues to be negative.
We caution that these results constitute just a preliminary foray into studying the relationship between previous job brand strength and current pay and more research using larger sample is needed to draw definitive conclusions.
Could firm risk explain the effects?
A different source of employee-based brand equity -one not related to identity -is that high brand equity is associated with lower firm risk (Madden, Fehle, and Fournier 2006) . For example, brand strength has been linked to increased revenue certainty and decreased revenue volatility based on brand loyalty. This has been linked to a lower cost of debt via higher credit ratings (Larkin 2013) and, more generally, the value of the firm beyond what is captured by current revenues (Mizik and Jacobson 2009) . From an executive's perspective, lower financial risk translates into lower expected earnings volatility and higher job security. A risk-averse executive would, therefore, require lower levels of pay at strong brands because earnings are more certain (e.g., Akerlof and Kranton 2005) .
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While this risk-based explanation has the potential to explain or contribute to the main effect in H1, it does not predict the significant interactions proposed by H2 and H3. Indeed, it makes precisely the opposite prediction of H3. This is because older executives are typically more risk averse (e.g., Hambrick and Mason 1984; Veiga 1983) , and they should value strong brands' lower expected risk and associated earnings and job certainty more than do younger executives. We found the opposite, namely that younger and not older executives are more willing to accept lower pay at stronger brands. We also note that we did not find a significant effect of idiosyncratic firm risk on total compensation, but that the effect of brand strength on compensation remains significantly negative even when risk is added to the compensation model.
IMPLICATIONS
Our overarching message is an appeal to broaden contemporary thinking and practice about the scope of brand equity. Our findings imply that academics and practitioners should extend the scope of their thinking and actions about the ways in which (1) brands create value, (2) returns to marketing are measured, and (3) marketers can engage in human resource and finance activities.
Look for brand value beyond customer-based brand equity
The employee-based view of brand equity that we propose should encourage managers to fundamentally rethink how brands create value for firms. Brand equity is generally seen as synonymous with customer-based brand equity; consequently, the focus has overwhelmingly been on returns to brand equity through potential increases in revenues. This perspective is advocated by leading academics who study customer-based returns to brand equity (such as loyalty, retention and cross selling) while explicitly excluding other sources of brand value: "a mature business would be hard-pressed to increase profits otherwise" (Rust, Zeithaml and Lemon 2004, p. 110) . Popular measures of brand value are similarly predicated only on customer-based returns. For instance, WPP, the world's largest marketing services company, argues that the financial contribution of brands to firms' earnings is based on "the power of brand where it most counts-in the mind of the consumer" (Roth 2013) . And, Interbrand's Brand Value Chain is based on "the portion of the purchase decision that is attributable to the brand … and the ability of the brand to create loyalty and, therefore, to keep generating demand and profit into the future" (Interbrand 2013 ).
We argue that brand equity is a far broader construct. The employee-based view of brand equity emphasizes that strong brands can enhance earnings through cost reductions, making it possible for firms to employ key personnel more cheaply. Moreover, our theoretical arguments and empirical results suggest that the impact of these investments may touch those at the very pinnacle of firms: the top managers who are so often accused of underappreciating the value of marketing in their firms. As we note below, this broadened view of brand equity offers new possibilities for research and practice on how to value brands on the balance sheet, how to measure returns to investments in brands, and how to transcend traditional functional boundaries.
Broaden the scope of marketing metrics
A recent survey suggests that "The majority (70 per cent) of CEOs have lost trust in marketers' ability to deliver growth after becoming frustrated by what they see as an inability to prove ROI" (Marketing Week 2012). Marketing academics have similarly argued that the inability to account for marketing's contribution to firm performance is a key factor in marketers' loss of internal stature (Webster, Malter, and Ganesan 2005) , a conclusion that reflects over a decade of scholarly debate about marketers facing pressures for greater accountability (Rust et al. 2004 ). The insights from our research suggest that the challenge of assessing returns to marketing will not be resolved solely by measuring things right (Ambler 2003) . Marketing researchers should also seek to measure the right things. Thus, we hope that our findings provide an impetus for more research that demonstrates how market based assets can lead to employee-based returns.
Make brand core to human resource practices
One reason brands may not be emphasized as much as they should be in human resource (HR) management is that brands are often seen as the domain of marketing. In the realm of pay, HR-led communications are likely to emphasize the firm's credentials as a great place to work.
Research on employer branding (see Ambler and Barrow 1996) has focused mostly on the extent to which HR can leverage brands to successfully recruit (e.g., Hieronimus, Schaefer, and Schröder 2005) . Our research shows that a strong brand can do more than help recruit; it can go as far as to lower the compensation that new recruits are willing to take. Thus, in their recruitment efforts and the popular practice of pay benchmarking, HR departments should leverage the strength of the brand just as they leverage the tangible advantages that employees of the firm receive. A better understanding of the role brands play in recruitment might help break down the organizational silos on which marketing and HR departments operate. Our research represents merely an early beginning to what could be a promising field of study of the impact of brands on HR practices.
Expand the scope of research on the marketing-finance interface
The employee-based brand equity perspective also has implications for the marketing- Researchers in corporate finance and strategy who study the determinants of executive pay typically focus on observable firm characteristics such as firm size and performance, or managerial characteristics such as gender and rank in the organization (e.g., Graham, Li, and Qiu 2012; Tosi et al. 2010) . Our research presents theoretical arguments and empirical evidence to suggest that the effects of these factors -which have been the focus of a vast literature in 32 finance, economics, and management -are actually contingent on a key marketing variable:
brand equity. Failing to recognize these contingencies can result in potentially erroneous conclusions on the highly charged topic of executive pay.
CONCLUSION
The employee-based brand equity perspective we offer argues and empirically demonstrates a novel dimension of the impact of brand equity. Conceptually, we highlight the role that brands play in shaping executives' identity, a core human need, and one of the most widely applied concepts in social psychology and consumer behavior. Empirically, we use data on 2,717 top executives over an 11 year period to show that firms with strong brands pay their top executives less than other firms, and that this effect is stronger for CEOs and for younger executives. Our results imply that academics and practitioners should take a broader view of the contributions of brands to firm value. Moreover, they should make use of strong brands in pay negotiations that are typically viewed as being outside the realm of marketing. 
